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Territory, political subdivision, or the District of Columbia, bears to  mcou= zax.
the amount of the net income from the operation of such public '
utility for such taxable year, It

(B) If by the terms of such contract no part of the proceeds from state, eto. ¢he aet
the operation of the public utility for the taxable year would, irre- omeofperson taxable.
spective of the tax imposed by this title, accrue directly to or for the
use of such State, Territory, political subdivision, or the District of
Columbia, then the tax upon the net income of such person from the
operation of such public utility shall be levied, assessed, collected,
and paid in the mauner and at the rates prescribed in this title;

('SE The income of a nonresident alien or foreign corporation ggrmpe, from for-
which consists exclusively of earnings derived from the operation of dent alien, olo.

a ship or ships documented under the laws of a foreign country Corditions.
which grants an equivalent exemption to citizens of the United
States and to corporations organized in the United States; Warrisk and rehabi

(9) Amounts received as compensation, family allotments and itation allowanoss, and
allowances under the provisions of the War Risk Insurance and the Pessioss.
Vocational Rehabilitation Acts or the World War Veterans’ Act,

1924, or as pensions from the United States for service of the bene-
ficiary or another in the military or naval forces of the United
States in time of war, or as a State pension for services rendered
by the beneficiary or another for which the State is paying a pension; .

(10) The amount received by an individual before January 1,  Dividends from do-
1927, ‘as dividends or interest from domestic building and loan clations beforo Jantary
associations, substantially all the business of which is confined to !
making loans to members, but the amount excluded from gross in-
come under this paragraph in any taxable year shall not exceed $300;

(11) The rental value of a dwelling house and appurtenances
thereof furnished to a minister of the gospel as part of his compensa-
tion;

(12) The receipts of shipowners’ mutual protection and indemnity owners mutualaseoes
associations, not organized for profit, and no part of the net earn- ““Ig‘;:t' ettons.
ings of which inures to the benefit of any private shareholder; but '
such corporations shall be subject as other gersons to the tax upon
their net income from interest, dividends, and rents; Spoctal dividends to

(18) In the case of an inéividual, amounts distributed as divi- Chincssresidentsfrom
dends to or for his benefit by a corporation organized under the sorgorsd® At cor
China Trade Act, 1922, if, at the time of such distribution, he is a = ¥ 42, p.8%.
citizen of China, resident’ therein, and the equitable right to the » B
income of the shares of stock of th: corporation is in good faith
vested in him. . :

(¢) In the case of a nonresident alien individual, gross income

Limit.

Rent of ministers’
dwellings, ters

Nonresident aliens,

" A Qross income of, onl
means only the gross income from sources within the United States, rrom " United Sistcs

determined under the provisions of section 217,

Deductt )
DEDUCTIONS ALLOWED INDIVIDUALS, uctlons allowed

Skc. 214. (a) In_computing net income there shall be allowed ag " Sfreifed:

deductions: .

(1) All the ordinary and necessary expenses paid or incurred dur-
ing the taxable year in carrying on any trade or business, including
a reasonable allowance for salaries or other compensation for per- |
sonal services actually rendered; traveling expenses (including the goyayeios ete. l-
entire amount expended for meals and lodging) while away from - -
home in the pursuit of a trade or business; and rentals or other pay-
ments re;lun"ed to be made as a condition to the continued use or pos-
session, for purposes of the trade or business, of property to which
the taxpayer lias not talen or is not taking title or in which he has

Buslness expenses,

oomoequity; ot L o T e L

R R R R T e tden
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! M R (2) All interest paid or accrued within the taxable year on in-
a; Interest on debls.  Jebtedness, except on indebtedness incurred or continued to purchase
{ or carry obligations or securities (other than obligations of the
f United ‘States issued after September 24, 1917, and originally sub-
‘1 seribed for by the taxpayer) the interest upon which is wholly ex-
empt from taxation under this title;
Tazes pald, 3) Taxes paid or accrued within the taxable year except (A) in-
Esceptlons, come, war-profits, and excess-profits taxes imposed by the authority

of.the United States, (B) so much of the income, war-profits and
e excess-profits taxes, imposed by the authorit, of any foreign country
: or possession of the United States, as is allowed as a credit under
’ . section 222, (C) taxes assessed against local benefits of a kind tend-
ing to increase the value of the property assessed, and (D) taxes
g imposed upon the taxpayer upon his interest as shareholder of a
? A corporation, which are paid by the corporation without reimburse-
| ccrual ol estate, - .
etc., taxes, ment from the taxpayer, For the purpose of this paragraph, estate,
inheritance, legacy, and succession taxes accrus on the duo date
thereof except as otherwise provided by the law of the jurisdiction
imposing such taxes; ,
(4) Losses sustained during the taxable year and not compensated
Losses not connected 10T DY insurance or otherwise, if incurred in trade or business;
with trado or pusiness.  (5) Liosses sustained during the taxable year and not compensated
' for by insurance or otherwise, if incurred in any transaction entered
into for profit, though not connected with the trade or business; but
in the case of a nonresident alien individual only if the profit, if such
R Restrictlonastosales transaction had resulted in a profit, would be taxable under this title.
of stock, eto. No deduction shall be allowed under this paragraph for any loss
claimed to have been sustained in any sale or other disposition of
chares of stock or securities where it appears that within thirty days
1 before or after the date of such sale or other disposition the taxpayer
has acquired (otherwise than by bequest or i,n‘heritance? or has en-
tered into a contract or option to acquire substantia ly identical
property, and the property so acquired is held b¥ the taxpayer for
 Allowanee for pact of gy period after such sale or other disposition. If such acquisition
or the contract or option to acquire is to the extent of part only of
: substantially identical property, then only ‘a proportionate part of
‘ the loss shall be disallowed ;
(Sauslty lossos mot () Tosses sustained during the taxable year of property not con-

Business Josses.

buslness. nected with the trade or business (but.in the case of a nonresi-

dent alien individual only property within the United States) if

. Basis for determining arising from fires, storms, shipwreck, or other casualty, or from
deductlons, theft, and if not compensated for by insurance or otherwise. The

basis for determining the amount of the deduction under this para-
graph, or paragraph (4) or (5), shall be the same as is provided in
Ante, p. 258. Section 204 for determining the gain or loss from the sale or other
disposition of property; 4
l)) Debts ascertained to be worthless and charged off within the
. taxable year (or, in the discretion of tho Commissioner, a reasonable
e ~addition to a reserve for bad debts) ; and when $atisfied that a debt
;| ‘ ‘is recoverable only in part, the Commissioner may allow such debt
to be charged off in part; |
phaustlon, et of " (8) A reasonable allowance for the exhaustion, wear and tear of
- property used in the trade or business, including a reasonable allow-
' Mincs. ofl and ges 81 fOT obsolescence; ) : |
- wells, ete. '(9) In the case of mines, oil and gas wells, other natural deposits,
oeasonable . AN timber, a reasonable allowance for depletion and for deprecia-
epletion, eto, ;3 v s s epe ¢
R tion of improvements, according to the peculiar conditions in each -
. case} such reasonable allowance in all cases to be made under riles -
- ~ - . and regulations to be prescribed by the Commissioner, with theap- - ' f .
. cLesss - proval of the Secretary. In the case of leases the deduction allowed - - - .- -~

Worthless débts.
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by dtl]ﬁs paragraph shall be equitably apportioned between the lessor  incouE rax
and lessee; ‘
(10) Contributions or gifts made within the taxable year to or 2 et
for the use of: (A) The United States, any State, Territory, or any For Public uss.
political subdivision thereof, or the District of Columbia, for ex-
clusively public purposes; (B) any corporation, or trust, or com- musiy shens, S
munity chest, fund, or foundation, organized and operated ex- lous sdentic, etc,
clusively for religious, charitable, scientific, literary, or educational '
purposes, or for the prevention of cruelty to children or animals, Conditl
no part of the net earnings of which inures to the benefit of any > *»
private shareholder or individual; (C) the special fund for voca- tation > ‘oot
tional rehabilitation authorized by section 7 of the Vocational Re- ;?"‘O'ti" 619,
habilitation Act; (D) posts or organizations of war veterans, or iations,etc. = °
auxiliary units or societies of any such posts or organizations, if
such gost‘s, organizations, units, or societies are organized in the
United States or any of its possessions, and if no part of their net
earnings inures to the benefit of any private shareholder or indi- o\ ait0dges, ete
vidual; or (E) a fraternal society, order, or association, operating Conditions. '
under the lodge system, but only if such contributions or gifts are to
be used exclusively for religious, charitable, scientific, literary, or 5. .ivonoterma
educational purposes, or for the prevention of cruelty to children or to children, ete.
animals; to an amount which in all the above cases combined does ™" .
not exceed 15-per centum of the taxpayer’s net income as computed ,, ... - o
without the benefit of this paragrapﬁ, except that if in the taxable amountinspecialcases.
year and in each of the ten preceding taxa%le years the amount in
all the above cases combined exceeds 90 per centum of the taxpayer’s
net income for each such year, as computed without the benefit of
this paragraph, then to the full amount of such contributions and ldent
ifts made within the taxable year. In case of a nonresident alien aieds, o "
individual this deduction shall be allowed only as to contributions
or gifts made to domestic corﬁorations or to community chests, funds,
or foundations, created in the United States, or to such vocational Verification required
rehabilitation fund. Such contributions or gifts shall be allowable roatied
as deductions only if verified under rules and regulations prescribed
by the Commissioner, with the approval of the Secretary.

(b) In the case of a nonresident alien individual, the deductions Anoedcntallens.
allowed in subdivision ga), except those allowed in paragraphs (5), §, ik income from
(6),and (10), shall be allowed only if and to the extent that they are '
connected with income from sources within the United States; and
the proper apportionment and allocation of the deductions with
respect to sources of income within and without the United States
shall be determined as provided in section 217 under rules and regu-
lations prescribed by the Commissioner with the approval of the |
Secretary. In the case of a citizen entitled to the }ﬁeneﬁts of SeC- frork souroes 1o Veitod
tion 262 the deductions shall be the same and shall be determined 8t Posessions.
in the same manner as in the case of a nonresident alien individual, T

onditions.

ITEMS NOT DEDUCTIBLE. Ttems not deductible.

Sk0.215. (a) In computing net income no deduction shall in any OPlects specified.
case be allowed in respect of— | Personal. et
%1; Personal, living, or family expenses: penses, ' o0 %
2) Any amount paid out for new buildings or for permanent ,Fiperty improve.
improvements or betterments made to increase the value of any =
progertx or estate; i ﬁ | :
(3) Any amount expended in restoring ‘{)roperty, or in making givstoring ete. prop:
good the exhaustion thereof for which an allowance is or has been =~ -
o 4BB2ROgBF—20 - - < - e
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